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contingency might be statutorily fixed at, say, Ks. 2 lakhs
annually for a stipulated period, after which the case for
renewing similar arrangements may be examined. The ope-
ration of such a scheme would, however, require that what-
ever financial provision is made on this score by Govern-
ment should be taken out of the annual vote of the Legisla-
ture, and it would be necessary to fix the amounts of the
indemnity vouchsafed to each of a number of selected
scheduled banks. If the amount is not spent in any year,
the balance should be carried forward to a special fund and
accumulated to be utilised for the development of
industries.

Such a system would obviate the interference of Gov-
ernment with the decision or discretion of the commercial
banks in making their advances, and the fact that Govern-
ment would bear only a share of the incidental losses would
itself act as an effective safeguard against abuses of the
facilities. The consciousness that only 50% and nothing
more of the losses will be guaranteed by Goverenment Mil
be a sufficient check on the commercial banks compelling
them to exercise great care in lending money to industries.

Such a system, if worked under proper safeguards,
should admittedly be an improvement on the present situa-
tion. Even so, it would invite serious criticisms in the light
of the latest trends of the theory and practice of industrial
banking. Almost everywhere, mixed banking is now being
regarded with increasing disfavour, and the need for setting
up specialised institutions for the supply of long and short
term credit is gaining wider recognition. Even in England
where specialised institutions for the grant of long term
credit were singularly absent till a few years ago, the old
tradition is steadily giving way; and in Germany which was
the stronghold of mixed banking, tfte latest trends are de-
finitely in the direction of restricting the grant of long term
credits by ordinary commercial banks. A special signifi-
cance is, therefore, attached to the fact that the Central
Banking Enquiry Committee stressed the need for setting
up a special credit machinery for the supply of long term
industrial finance in tMs country even while they admitted
that the leading commercial banks might make such ad-
vances up to a certain proportion (about 10%) of their
capital and reserve. In Bengal at the present stage, any
plan of entrusting the responsibility to a few selected
scheduled banks which, with the exception of a few, have
limited resources and do not possess necessary equip-